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TUI*  42— PUbKc  HMith 

CHAPTER  I— PUBUC  HEALTH  SERVICE, 

DEPARTMENT  OF  HEALTH,  EDUCA¬ 
TION,  AND  WELFARE 

SUBCHAPTER  D— GRANTS 

PART  51c— ORANTS  FOR  COMMUNITY 
HEALTH  SERVICES 

Acquisition  and  Modernization  of  Existing 
Buildings 

The  Assistant  Secretary  for  Health  of 
the  Department  of  Health,  Education, 
and  Welfare,  with  the  approval  of  the 
Secretuy  of  Health.  Education,  and 
Welfare,  hereby  adopts  a  new  Subpart  E, 
entitled  "Acq\iisiti(m  and  Modernization 
of  listing  Buildings,”  of  Part  51c  of 
Title  42.  Code  of  Federal  Regulations.  For 
the  reasons  set  out  below,  the  Secretary 
has  determined  that  public  participation 
In  rulemaking  prior  to  Issuance  of  these 
regiUations  and  a  delay  in  their  effective 
date  woiild  be  impractical  and  contrary 
to  the  public  interest,  and,  accordingly, 
that  good  cause  exists  for  making  these 
r^rulations  effective  immediately  on 
publication  in  the  Federal  Register. 

Title  V  of  Pub.  L.  94-63  repealed  sec¬ 
tion  314(e)  of  the  Public  Health  Service 
Act  and  added  a  new  section  330  thereto 
(42  UJS.C.  254c).  The  new  section  330 
continues  the  community  health  services 
program  previously  supported  imder  sec- 
ti(m  314(e)  but  with  a  number  of 
changes.  Among  the  changes  made  in 
the  commimity  health  services  program 
by  section  330  is  the  addition  of  authority 
for  grantees  to  acquire  and  modernize 
existing  buildings.  Interim  regulations 
implementing  section  330  (42  CTR  Part 
51c  Subparts  A-D)  were  published  on 
June  11,  1976  (41  PR  23852).  However, 
the  Interim  regulaticms  do  not  imple¬ 
ment  the  statutoi^  authority  to  acquire 
and  modernize  existing  buildings;  in  the 
preamble  to  the  regulations,  the  Secre¬ 
tary  stated  that  regulations  implement¬ 
ing  that  authority  would  be  issued  in 
the  near  future.  The  regulations  set  forth 
below  fulfill  this  commitment.  They  are 
being  issued  on  an  interim  basis  in  order 
to  provide  a  basis  for,  and  clarify  the 
responsibility  of  grantees  imder,  grants 
which  include  acquisition  and  moderni¬ 
zation  authority  at  the  earliest  possible 
date. 

Attention  is  called  to  the  following  fea¬ 
tures  of  the  new  Subpart  E : 

1.  The  regulations  apply  only  to  grants 
under  section  330  which  Include  the  au¬ 
thority  to  acquire  and/or  modernize 
existing  buildings.  Not  all  section  330 
grants  will  include  such  authority,  and 
where  it  is  not  included  the  regulations 
do  not  apply. 

2.  Under  the  regulations,  section  330 
grants  may  include  authority  for  (1)  ac¬ 
quisition  only,  (2)  modernization  only, 
(3)  both  acquisition  and  modernization. 
All  applications  and  grants  will  be  sub¬ 
ject  to  the  general  requirements  set  out 
in  §§  51c.503(a)  and  51c.504(a) ;  the 
specific  requirements  of  §§  51C.503  (b) 
and  (c)  and  51C.504  (b)  and  (c)  will  be 
applicable  to  a  project  according  to 
whether  it  involves  acquisition  or  mod¬ 
ernization. 

3.  The  definition  of  the  term  “moderni¬ 
zation”  has  been  adapted  from  the  defi- 
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nitioQ  of  the  same  term  In  Title  XVI  o( 
the  Aet. 

4.  The  reQulreinaits  set  forth  In 
S  51C.504  are.  In  general,  those  iqDidkMble 
to  the  other  acquisition  and  coBstrtictl<m 
grant  programs  of  the  Public  Health 
Service  Act.  One  dlllerence  that  should 
be  noted  Is  that  the  minimum  standards 
for  constructl(xi  and  equipment  usually 
applicable  to  such  programs  have  been 
modified  to  refiect  only  those  standards 
relevant  to  an  ambulatory  health  care 
facility. 

5.  Section  51c.505  provides  that  in  de¬ 
termining  the  costs  of  the  acquisition  and 
modernization  to  be  supported  with  grant 
funds,  the  Secretary  will  consider  only 
those  costs  which  are  necessary  for  the 
operation  of  the  approved  project.  This 
requirement  expresses  a  policy  that  grant 
funds  are  not  to  be  awarded  to  support 
costs  which  are  unrelated  to  the  purposes 
of  section  330  of  the  Act. 

6.  Sections  330(c)  (1)  and  (d)  (2)  pro¬ 
vide  that  the  costs  of  acquisition  and 
modernization  supported  under  section 
330  may  include  the  costs  of  amortizing 
the  principal  of,  and  interest  on,  locuis. 
Section  51c.506  makes  clear  that  these 
costs  may  include  the  costs  of  amortizing 
the  principal  of.  and  paying  the  interest 
on,  pre-existing  loans.  Thus,  where  a 
grantee  owns  a  building  which  it  has 
mortgaged,  grant  funds  may  be  used  for 
payment  of  the  principal  and  interest  on 
the  loan,  provided  tlmt  the  building  is 
being  used  for  the  purposes  of  the  grant. 

Interested  persons  are  invited  to  sub¬ 
mit  written  comments,  suggestions  or 
objections  concerning  the  new  Subpart 
E  (rf  Part  51c  to  the  Director,  Division 
of  Policy  Development,  Bureau  of  Com¬ 
munity  Health  Services,  Health  Services 
Administration,  Room  6-17,  5600  Fishers 
Lane,  Rockville,  Maryland  20857,  on  or 
before  March  1,  1977.  All  comments  re¬ 
ceived  in  timely  response  will  be  con¬ 
sidered,  and  will  be  available  for  public 
inspection  at  the  above  address  during 
r^ular  business  hours.  Following  the 
close  of  the  comment  period,  the  regula¬ 
tions  will  be  revised  as  warranted  by  the 
public  comments  received.  It  is  intended 
that  any  revision  of  the  regulations  will 
be  published  within  60  days  following  the 
close  of  the  comment  period.  The  regula¬ 
tions  as  set  forth  below  will  be  applicable 
and  effective  December  30,  1976.  Revi¬ 
sions  thereto,  although  applicable  to 
grants  awarded  pursuant  to  the  regula¬ 
tions  promulgate  herein,  will  be  appli¬ 
cable  only  with  respect  to  activities  con¬ 
ducted  imder  those  grants  on  and  after 
the  date  the  revisions  become  effective. 

A  new  Subpart  E  of  Part  51c  of  Title 
42,  Code  of  Federal  Regulations,  is 
adopted  effective  December  30,  1976. 

It  is  hereby  certified  that  the  economic 
and  infiationary  impacts  of  this  regula¬ 
tion  have  been  carefully  evaluated  in  ac¬ 
cordance  with  Executive  Order  11821. 

Dated:  October  4,  1976. 

James  F.  Dickson, 

Acting  Assistant 
Secretary  for  Health. 

Approved:  December  22,  1976. 

David  Mathews, 

Secretary. 


Tttte  42,  CFR  Paxt  51c  is  amended  by 
adding  G  new  Bubpart  E,  to  read  as  fol- 
Iowb: 

BuBpart  E— AcoutaRloa  and  llodamization  «f 
BmongBuildings 

Bee. 

BloAOl  AppllcablUty. 

SteAOS  DaBnlttone. 

SlcAOB  AppUcstlon. 

61cA04  Project  etemeute. 

51C.506  DetermiDaiion  of  ooet. 

Slc.506  Xiee  of  grant  funds. 

61C.507  Facility  whfcli  bas  previously  re¬ 
ceived  Federal  grant. 

AuTHoatTv:  Secs.  216,  330,  Public  Health 
Service  Act  (42  U.S.C.  216,  264c). 

SUBPART  E— ACQUISITION  AND  MOD- 
>ERNIZATK>N  OF  EXISTING  BUILDINGS 

§  51c.S01  Apidicability. 

The  regulations  of  this  sulH>art,  in  ad¬ 
dition  to  the  regulations  of  the  other  ap- 
plicaMe  subparts  of  this  part,  are  ^^11- 
caUe  to  grants  under  section  330  of  the 
Act  for  iMTOject  costs  which  include  the 
cost  of  acquisition  and/or  modernization 
of  existing  buildings  (including  the  cost 
of  amortizing  the  principal  of,  and  pay¬ 
ing  the  interest  on,  loans) . 

§  Sir. 502  Definitions. 

As  used  in  this  subpart: 

(a)  “Equipment”  means  discrete  items 
of  property  which  are  necessary  for  the 
fimctioning  of  the  project  with  respect 
to  which  the  grant  is  made,  but  does  not 
include  items  which  have  an  expected 
service  life  of  one  year  or  less  or  items 
consumed  or  expended  in  use,  such  as 
glassware,  chemicals,  fuel,  drugs,  paper, 
and  disposable  household  items. 

(b)  “Existing  building”  means  a  com¬ 
pleted  or  substantially  completed  struc¬ 
ture  and  the  realty  on  which  it  is  lo¬ 
cated. 

(0)  “Modernization”  means  the  altera¬ 
tion,  r^iair,  remodeling  and/or  renova¬ 
tion  of  a  building  (including  ihe  initial 
equipment  thereof)  which,  when  cc«n- 
pleted,  will  render  the  building  suitable 
for  use  by  the  project  for  which  the  grant 
is  made.  It  includes  onsite  improvements 
to  the  building’s  site  which  are  essential 
to  the  use  of  the  building  for  the  project. 

§  Slc.SOS  Application. 

(a)  General  requirements.  An  appli¬ 
cation  for  a  grant  under  this  part  for  a 
project  imder  Subparts  B,  C,  or  D  which 
includes  the  acquisition  and/or  mod- 
emizatimi  of  an  existing  building  must 
ihclude  the  following: 

(1)  A  legal  description  of  the  site  and 
a  drawing  showing  the  location  of  the 
building; 

(2)  A  description  of  the  architectural, 
structural,  and  other  pertinent  charac- 
taistics  of  the  building  sufficient  to  show 
that  it  is,  or  that  it  will  be,  after  altera¬ 
tion  and  renovation  or  after  moderniza¬ 
tion,  suitable  for  use  by  the  project; 

(3)  A  detailed  estimate  of  the  cost  of 
the  proposed  acquisition  and/or  moderni¬ 
zation; 

(4)  A  description  of,  and  copies  of  any 
relevant  documente  concerning,  any  ex¬ 
isting  or  pnHXMed  financing  arrange- 
mmts  fm*  the  acquisition  and/or  mod¬ 
ernization; 
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,  (5)  The  proposed  schedule  for  acquisi¬ 
tion  and/or  modernization  and  occu¬ 
pancy; 

(6)  An  assessment  of  the  environmen¬ 
tal  impact  of  the  proposed  acquisition 
arid /or  modernization  as  called  for  by 
section  102(2)  (c)  of  the  NaConal  En¬ 
vironmental  Policy  Act  of  1969  (42  U.S.C. 
4332(c))  and  such  information  as  may 
be  necesi^ry  to  comply  with  the  Na¬ 
tional  Historic  Preservation  Act  of  1966 
(16  U.S.C.  470(f)); 

(7)  Reasonable  assurances  that — 

(i)  The  applicant  has  or  will  obtain 
a  fee  simple  or  such  other  estate  or  in¬ 
terest  in  the  site,  including  necessary 
easements  and  rights-of-way,  suflBcient 
to  assure  for  a  period  of  not  less  than  20 
years  (in  the  c^e  of  interim  facilities, 
for  the  period  constituting  the  estimated 
useful  life  of  such  facilities)  undisturbed 
use  and  possession  for  the  purpose  of  the 
operation  of  the  project; 

(ii)  The  building  will  be  used  for  the 
purposes  for  which  the  grant  is  made; 

(iii)  The  building  complies,  or  after 
alteration  and  renovation  or  after  mod¬ 
ernization  will  comply,  with  applicable 
State  and  local  codes  and  with: 

(A)  “American  National  Standard 
Specifications  for  Making  Buildings  and 
Facilities  Accessible  to,  and  Usable  by, 
the  Physically  Handicapped”  Number 
ANSI  A117.1-1961  (R  1971),  as  modified 
by  other  standards  prescribed  by  the 
Secretary  or  the  Administrator  of  the 
CSeneral  Services  Administration.  The 
applicant  shall  be  responsible  for  con¬ 
ducting  inspections  to  insure  compliance 
with  the  specifications; 

(B)  The  applicable  standards  set 
forth  in  Life  Safety  Code  1973,  NFPA 
No.  101,  which  is  hereby  incorporated  by 
reference  and  made  a  part  hereof.  Copies 
of  such  document  are  available  for  ex¬ 
amination  at  the  Department’s  and  Re¬ 
gional  Offices’  Information  Centers  listed 
in  45  CFR  5.31  and  may  also  be  obtained 
from  the  National  Fire  Protection  Asso¬ 
ciation,  470  Atlantic  Avenue,  Boston,  MA 
02210  for  $3.00  per  copy. 

(iv)  In  the  case  of  a  public  applicant 
with  an  approved  project  which  involves 
the  displacement  of  persons  or  businesses 
on  or  after  January  2,  1971,  whose  real 
property  has  or  will  be  taken,  the  appli¬ 
cant  will  comply  with  the  provisions  of 
the  Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act  of 
1970  (Pub.  L.  91-646)  and  the  applicable 
regulations  issued  thereunder  (45  CFR 
Part  15) ; 

(v)  Sufficient  funds  will  be  available 
to  meet  any  portion  of  the  cost  of  acquir¬ 
ing  and/or  modernizing  the  building  not 
borne  by  the  grant  under  this  part; 

(vi)  Sufficient  funds  will  be  available 
after  acquisition  and/or  modernization 
of  the  building  for  effective  use  of  the 
building  for  the  purposes  of  the  project; 

(\ii)  The  applicable  requirements  of 
the  Flood  Protection  Act  of  1973  have 
been  met; 

(8 )  Such  other  information  as  the  Sec¬ 
retary  may  reasonably  require. 

(b)  Requirement  for  acquisition 
grants.  Except  for  a  grant  solely  for 
amortization  of  principal  and  payment 


of  interest  on  an  existing  loan,  an  appli¬ 
cation  for  a  grant  for  a  project  which  in¬ 
cludes  the  acquisition  of  an  existing 
building  must  include,  in  addition  to  the 
requirements  of  paragraph  (a)  of  tills 
section,  evidence  satisfactory  to  the  Sec¬ 
retary  that  the  appUcant  has  explored 
other  alternatives  to  the  propos^  ac¬ 
quisition  (such  as  leasing  facilities  or  ac¬ 
quiring  other  facilities  in  the  project’s 
catchment  area)  and  that  tiie  proposed 
acquisition  constitutes  the  sormdest  al¬ 
ternative  from  a  financial  and  program 
standpoint. 

(c)  Requirements  for  modernization 
grants.  In  addition  to  the  requirements  of 
paragraph  (a) ,  an  application  for  a  grant 
for  a  project  which  includes  moderniza¬ 
tion  of  an  existing  building  must  include 
the  following; 

(1)  Plans  and  specifications  for  the 
proposed  modernization  which  conform 
to  the  standards  specified  in  §  51c.503(a) 
(7)  (iii); 

(2)  Reasonable  assurance  that  any 
laborer  or  mechanic  employed  by  any 
contractor  or  subcontractor  in  the  per¬ 
formance  of  work  on  the  modernization 
project  will  be  paid  wages  at  rates  not 
less  than  those  prevailing  on  similar  work 
in  the  locality  as  determined  by  the  Sec¬ 
retary  of  Labor  under  the  Davis-Bacon 
Act  (40  U.S.C.  276a  et  seq.)  and  will  re¬ 
ceive  cMnpensation  at  a  i*ate  not  less 
than  one  and  one -hah  times  his  basic 
rate  of  pay  for  all  hours  worked  in  any 
workweek  in  excess  of  8  hours  in  any 
calendar  day;  and 

(3)  Copies  of  any  construction  and 
materials  contracts  already  entered  into 
for  the  proposed  modernization. 

§  51c. 304  Project  eleiiienls. 

(a)  General  requirements.  A  grantee 
which  has  received  a  grant  under  section 
330  of  the  Act  for  a  project  which  In¬ 
cludes  the  acquisition  and/or  moderniza¬ 
tion  of  an  existing  building  must; 

(1)  Assurances.  Comply  with  the  as¬ 
surances  provided  pursuant  to  this  sub¬ 
part. 

(2)  Approval  of  estimated  cost.  Not 
enter  into  any  contract  for  the  acquisi¬ 
tion  and/or  modernization  funded  under 
this  subpart  where  the  cost  of  such  ac¬ 
quisition  and/or  modernization  exceeds 
the  estimates  in  the  application,  without 
the  prior  approval  of  the  Secretary. 

(3)  Non-default.  Make  every  effort  to 
prevent  any  default  on  any  loan  secured 
by  the  building  and,  in  the  event  of  a  de¬ 
fault,  promptly  notify  the  Secretary  of 
the  default  and  make  every  effort  on  a 
timely  basis  to  cure  the  default. 

(b)  Requirements  for  acquisition 
grants.  In  addition  to  the  requirements 
of  paragraph  (a)  of  this  section,  a 
grantee  which  has  received  a  grant 
under  section  330  of  the  Act  for  a  proj¬ 
ect  which  includes  the  acquisition  of  an 
existing  building  must; 

(1)  Bona-fide  sale.  Acquire  or,  in  the 
case  of  a  grant  solely  for  amortization  of 
principal  and  payment  of  interest  on  an 
existing  loan,  have  acquired  the  existing 
building  pursuant  to  a  bona-fide  sale  in¬ 
volving  an  actual  cost  to  the  applicant 
and  resulting  in  additional  or  improved 
facilities  for  the  purposes  of  the  project. 


(2)  Standards  of  construction  and 
equipment.  Except  in  the  case  of  a  grant 
sole^  for  amortization  of  principal  and 
payment  of  interest  on  an  existing  loan, 
obtain  a  determinaticm  by  the  Secretary 
that  tiie  facility  conforms  (or  upon  com¬ 
pletion  of  any  necessary  alteration  and 
renovation  or  modernization  will  con¬ 
form)  to  the  standards  set  forth  in 
§  51c.503(a)  (7)  (iii)  of  this  subpart  before 
entering  into  a  final  or  imconditional 
contract  for  the  acquisition.  Where  the 
Secretary  finds  that  exceptions  to  or 
modifications  of  any  such  standards 
would  be  consistent  with  the  purposes  of 
the  Act  and  of  the  program,  he  may  au¬ 
thorize  such  exceptions  or  modifications. 

(3)  Financing.  Where  the  grantee  will 
obtain  a  loan  secured  by  the  building  in 
order  to  acquire  the  building,  obtain  such 
financing  at  the  lowest  current  rate  pre¬ 
vailing  in  the  area  for  comparable  loans 
on  comoarable  facilities. 

(c)  Requirements  for  modernization 
grants.  In  addition  to  the  requirements  of 
paragraph  (a)  of  this  section,  a  grantee 
which  has  received  a  grant  under  sec¬ 
tion  330  of  the  Act  for  a  project  which 
includes  the  modernization  of  an  exist¬ 
ing  building  must; 

(1)  Costs  in  excess  of  approved  costs. 
Finance  all  costs  in  excess  of  the  esti¬ 
mated  costs  approved  in  the  application 
and  submit  to  the  Secretary  for  prior  ap¬ 
proval  any  changes  that  substantially 
alter  the  scope  of  the  fxmction,  utilities, 
or  safety  of  the  facility. 

(2)  Competitive  bids,  (i)  Obtain  the 
approval  of  the  Secretary  before  the 
project  is  advertised  or  placed  on  the 
market  for  bidding;  such  approval  must 
Include  a  determination  by  the  Secretary 
that  the  final  plans  and  specifications 
conform  to  the  standards  set  forth  in 
§  51c.503(a)  (7)  (iii)  of  these  regulations. 

(ii)  Except  as  otherwise  provided  by 
State  or  local  law,  contract  for  construc¬ 
tion  (including  the  purchase  and  in¬ 
stallation  of  built-in  equipment)  on  a 
lump  sum  fixed-price  basis,  and  award 
conti'acts  on  the  basis  of  competitive  bid¬ 
ding  obtained  by  public  advertising  with 
award  of  the  contracts  to  the  lowest  re¬ 
sponsive  and  responsible  bidders.  The 
provision  for  exceptions  based  on  State 
and  local  law  shall  not  be  invoked  to  give 
local  contractors  or  suppliers  a  percent¬ 
age  preference  over  non-local  contractors 
bidding  for  the  same  contract.  Such  prac¬ 
tices  are  precluded  by  this  paragraph. 

(3)  Construction  contracts,  (i)  Include 
the  following  conditions  and  provisions 
in  all  construction  contracts  for  the  mod¬ 
ernization  project; 

(A)  The  provisiom  set  forth  in 
“DHEW  Requirements  for.  Federally  As¬ 
sisted  Construction  Contracts  Regarding 
Labor  Standards  and  Equal  Employment 
OpEMjrtunities,”  Fonn  DHEW  514  (rev. 
7/76)  (issued  by  the  Office  of  Grants  Ad¬ 
ministration  Policy,  U.S.  Department  of 
Health,  Education,  and  Welfare)  per¬ 
taining  to  the  Davis-Bacon  Act,  the 
Contract  Work  Hours  Standards  Act, 
and  the  Copeland  Act  (Anti-Kickback) 
Regulations,  except  In  the  case  of  con¬ 
tracts  in  the  amount  of  $2,000  or  less; 
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and  pertaining  to  Executive  Order  11246, 
30  FR  12319  (September  24.  1965),  as 
amended,  relating  to  n<mdiscrimination 
in  construction  contract  emplo3nnent, 
except  in  the  case  of  contracts  in  the 
amount  of  $10,000  or  less; 

(B)  That  the  contractor  shall  fiu*nish 
performance  and  payment  bonds  each  of 
which  shall  be  in  the  full  amount  of  the 
contract  price,  and  shall  maintain,  dur¬ 
ing  the  life  of  the  c<mtract,  adequate  fire, 
workmen’s  compensation,  public  liability, 
and  property  damage  insiu’ance:  Pro¬ 
vided.  fiowever.  That  in  the  case  of  a 
State  or  local  unit  of  government  which 
enters  into  a  construction  ccoitract  of  less 
than  $100,000,  State  or  local  provisions 
with  respect  to  performance  and  pay¬ 
ment  bonds  shall  be  deemed  to  meet  the 
requirements  of  this  paragraph;  and 

(C)  That  the  Secretary  sh^l  have  ac¬ 
cess  at  all  reasonable  times  to  work 
wherever  it  is  in  preparation  or  progress, 
and  the  contractor  shall  provide  proper 
facilities  for  such  access  and  inspection. 

(ii)  Executive  Order  11246.  C<Mnply 
with  the  requirements  of  Executive  Or¬ 
der  11246,  30  FR  12319  (September  24, 
1965)  as  amended,  rdating  to  nondis¬ 
crimination  in  construction  contrsu;t 
employment,  and  the  applicable  rules, 
regulations,  and  procedures  prescribed 
pursuant  thereto. 


RULES  AND  REGUUTIONS 

(4)  Modernization  supervision.  Pro¬ 
vide  and-  maintain  competent  and 
adequate  architectural  or  engineering 
supervision  and  Inspection  at  the  mod¬ 
ernization  site  to  Insure  that  the  com¬ 
pleted  work  (ionforms  with  the  plans  and 
specifications. 

(5)  Completion  responsibility.  Ccrni- 
plete  the  modernization  in  accordance 
with  the  £n^t  application  and  the  ap¬ 
proved  plans  and  specifications. 

(6)  Progress  reports.  Piumish  progress 
reports  and  such  other  Information  con¬ 
cerning  the  modernization  as  the  Secre¬ 
tary  may  require. 

(d)  The  Secretary  may  at  any  time 
approve  exceptions  to  the  provisions  of 
this  section  where  he  finds  that  such 
exceptions  are  not  inconsistent  with  sec¬ 
tion  330  of  the  Act,  other  requirements 
of  law.  or  the  purposes  of  the  program. 

§  31c.505  Delerminalionof  cost. 

The  cost  of  acquisition  and/or  mod¬ 
ernization  of  existtog  buildings  for  which 
funds  may  be  granted  under  this  part 
will  be  determined  by  the  Secretary, 
utilizing  such  documentation  submitted 
by  the  applicant  as  the  Secretary  may 
prescribe  (including  the  reports  of  such 
real  estate  appraisers  as  the  Secretary 
may  approve)  and  other  relevant  factors, 
taking  into  consideration  only  that  por¬ 
tion  of  the  existing  building  necessary 


for  the  operation  of  the  approved 
project. 

§  51c.506  Use  of  grant  funds. 

Grant  funds  may  be  used  to  amortize 
the  principal  of  or  pay  Interest  on  a  loan 
or  mortgage  on  an  existing  building  ac¬ 
quired  imder  this  part,  including  a  build¬ 
ing  purchased  by  a  grantee  prior  to  the 
promulgation  of  this  part,  but  only  if  the 
building  is  being  used  for  the  purposes  of 
section  330  and  complies  with  the  applic¬ 
able  provisions  of  this  subpart  and  only 
to  the  extent  the  Secretary  finds  such 
principal  amoimts  and  interest  rates  to 
be  reasonable. 

§  51c.307  Facility  which  has  previously 
received  Federal  grant.  '■ 

No  grant  for  the  acquisition  of  a  facil¬ 
ity  which  has  previously  received  a  Fed¬ 
eral  grant  for  constructiem,  acquisition, 
or  ^uipment  shall  serve  either  to  reduce 
or  restrict  the  liability  of  the  applicant 
or  any  other  transferor  or  transferee 
from  any  obligation  of  accountability  im¬ 
posed  by  the  Federal  Government  by  rea¬ 
son  of  such  prior  grant. 

Note. — Incorporation  by  reference  pro¬ 
vision  (^proved  by  the  Director  of  the  Fed¬ 
eral  Register  on  September  15, 1976  and  is  on 
file  In  the  Federal  Register  library. 
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